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Alerting Abstract US Al 

NOVELTY - The method involves obtaining a bench, and fitting a stochastic investment class over a time frame, A 
mean return value and a standard deviation are found using the class. A portfolio is displayed using the value and 
deviation, A solution to a specified expression is found by an insurance determiner (314). A component of the 
expression is illustrated in the form of a topographical map on an investment chart using benchmark. 
DESCRIPTION - An INDEPENDENT CLAIM is aiso included for a system for evaluating a risk, safety and 
efficiency property of a portfolio. 

USE - Used for evaluating risk, safety and efficiency property of a portfolio. 

ADVANTAGE - The method illustrates the component of the expression in the form of the topographical map on 
the investment chart using the benchmark, thus efficiently evaluating the portfolio terms of risk, safety and 
efficiency. 

DESCRIPTION OF DRAWINGS - The drawing shows a block diagram of a system for evaluating risk, safety and 

efficiency property of a portfolio. 
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assuming one of the parameters calculated relative to selected set of assets, as random variable 

Patent Assignee: INVESTMENT STRATEGIES NETWORK (INVE-N) 
Inventor: DRAGUN B C; GIANSANTE J E 



Patent Family { i patents, 1 countries ) 



Patent Number 


Kind 


Date 


Application Number 


Kind 


Date 


Update [Type 


US 6275814 


Bl 


20010814 


US 1996757842 


A 


19961 127 


200155 |B 



Priority Applications (no., kind, date): US 1996757842 A 19961 127 

Patent Details 



Patent Number 


Kind 


Lan 


Pgs 


Draw 


Filing Notes 


US 6275814 


Bl 


EN 


9 


7 





Alerting Abstract US Bl 

NOVELTY - Parameters such as alpha value, standard deviation of alpha value, beta value, market return for a 
holding period, expected market return over the holding period and a covariance matrix are computed relative to 
selected set of assets. Based on one of the parameters being assumed as random variable, a set of corner portfolio is 
determined using frontier calculator. 

DESCRIPTION - A market line is constructed based on the corner portfolio and risk free assets. By specifying the 
weight of assets in portfolios, the average efficient portfolio is identified. An INDEPENDENT CLAIM is also 
included for the system for providing real time interactive investment advice to user. 
USE - For selecting investment portfolio with the aid of computer. 

ADVANTAGE - As variable of the efficient frontier calculation is treated as a statistical random variable, the 
portfolios are modeled efficiently and the value of the calculated portfolios is enhanced greatly. A well diversified 



efficient portfolio matching with user's desired risk level is produced. 
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Network-based loss severity assessing system for commercial ioans, has server to record key account, risk 
attributes for loans and actual default and loss information for each borrower, where recorded values are 
compared 
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Alerting Abstract EP A2 

NOVELTY - The system has a server coupled to a client system and a centralized database. The server records a key 
account, risk attributes e.g. debt service coverage, liquidation coverage for loans issued by a lender and the actual 
default and loss information for each borrower. The server compares the recorded values over a preset period of time 
and selects a sample of loans to determine loss drivers based on the comparison. The server predicts expected and 
unexpected loss outcomes for another portfolio of loan using a regression tree based model that represents relation 
between the loss drivers. 

DESCRIPTION - An INDEPENDENT CLAIM is also included for a computer for predicting expected and 
unexpected loss outcomes for a portfolio of ioans issued by a Sender. 

USE - Used for predicting expected and unexpected loss outcome for a portfolio of loans e.g. commercial loans 
issued by a lender to borrowers (claimed) to assess loss severity. 

ADVANTAGE - The system enables a lender engaged in the business of issuing commercial loans to borrowers to 
analyze historical commercial loan performance data captured in the database, thus utilizing the data for business 
management, pricing, acquisitions, account management and portfolio management. The system utilizes 
regression-tree models to identify loan segments of differentiated loss characteristics and loss severity, and predict 
or forecast loss amounts for non-defaulted accounts. The system enables the user such as a commercial lender, to 



predict a portfolio's risk, thus permitting the lender to Sever up the proportion of debt to equity capital. 
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Risk management method for portfolio, involves determining logarithmic transformation of exponential 
function representing characteristic value plot produced by plotting characteristic value of data correlated 
matrix 
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Alerting Abstract JP A 

NOVELTY - A characteristic value of a data correlative matrix is determined based on data of previously designated 
brands constituting the portfolio. A characteristic value plot produced by plotting the characteristic value, is 
represented by an exponential function. The portfolio risk is determined based on the function power distribution 
which is obtained from logarithmic transformation of the exponential function. 
USE - For portfolio risk management. 

ADVANTAGE - Enables portfolio risk management while distinguishing abnormal case from normal case. 
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English Abstract: 

Systems and methods consistent with the invention for monitoring a market for a predetermined behavior by a 
market participant (a) receive textual information from a source (51), (b) extract targeted information from the 
received information, storing the extracted information in an organized form in a database (110), (c) compute 
summary and profile information describing the activity on an issue in the market (220 & 210), storing the summary 
and profile information in the database (220 & 110), (d) solve a selected equation using targeted information stored 
in the database relating to the market participant to produce a solution representing a probability that the 
predetermined behavior has occurred (310), and (e) adjusting the probability that the behavior has occurred based on 
the application of one or more expert rules (600) to the targeted information. 
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English Abstract: 

The present invention provides for maintaining an absolute risk level for an investment portfolio while minimizing 
trading necessary to do so. Fig. 1 is a networked computer system [100] that can be used to practice some 
embodiments of the invention. The system includes one or more networks [302], one or more investor computers 
[104], one or more broker computers [106], one or more market information databases, and one or more trading 
utilities. A portfolio of long and short position assets can be obtained that is approximately logarithmic, in the sense 
that the value of the portfolio varies in constant proportion to a fractional change in a level of a market. When the 
market level changes by a specified degree, asset holdings can be adjusted as necessary to the maintain the portfolio 
as being approximately logarithmic, and total holdings can be adjusted as necessary to maintain a specified level of 
risk. 
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English Abstract: 

The preferred embodiments provide improved systems, methods and products for the optimization of a portfolio 
and/or multi-portfolios of assets, such as stocks. In some preferred embodiments, new methodology can be 
employed wherein a confidence region for a mean-varience efficiency set is utilized. In some preferred 
embodiments, new methodology can be employed for improved computation of a reward-to-variability ratio or 
Sharpe Ratio. In some preferred embodiments, new methodology can be employed for multiportfolio optimization. 
In some preferred embodiments, a portfolio optimization engine or module can be adapted to implement one or 
more of these new methodologies, along with any other desired methodologies. 
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English Abstract: 



A method and system for forecasting the transaction cost of a portfolio trade execution that may be applied to any 
given trade strategy or an optima! trade strategy that minimizes transaction costs. In preferred embodiments, a server 
(10) comprises one or more computers (1) that act as an automated forecaster whereby it accepts user-defined input 
variables from customers (12) and generates a transaction cost estimation report based on those variables. The server 
is programmed with specific transaction cost estimation and optimization algorithms (150) that model the 
transaction costs of a specific trade execution based on the user's trading profile and market variables. 
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English Abstract: 

A system and method for replicating derivatives strategies and for trading derivatives strategies in a dernandbased 
trading market is provided. The system and method include a plurality of c lient devices (160) to (200) for 
establishing communications to a central controller (100). The central controller (100) includes an application server 
(210) responsible for processing requests for services and for routing the requests for services to other software and 
hardware components within central controller (100). An object request broker (ORB) (230) functions for receiving, 
aggregating and marshalling service requests from the software application server (210). A transaction server (240) 
functions for updating investor account and for processing requests from the ORB (230). The system further 
includes storage (260) for storing trader's accounts (261), market returns (262), market data (263), event data (264), 
risks (265), trade blotter (266) and contingent claims terms and conditions (267). Ail market data are received from 
market data feed (270). 
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English Abstract: 

Methods and systems for conducting demand-based trading are described. In one embodiment, states are established, 
each state corresponding to at least one possible outcome of an event (264) of economic significance. An investment 
amount may be determined as a function of a selected outcome, a desired payout (266), and a total amount invested 
in the states (264). In another embodiment, an investment amount may be determined as a function of parameters of 
a financial product. In another embodiment, a payout may be determined as a function of an investment amount, a 
selected outcome, a total amount invested in the states, and an identification of a state corresponding to an observed 
outcome (263) of the event. 
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ENHANCING UTILITY AND DIVERSIFYING MODEL RISK IN A PORTFOLIO OPTIMIZATION 
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English Abstract: 

A portfolio optimization process that diversifies model risk by favoring a more diversified portfolio over other 
portfolios with similar characteristics is provided. According to one aspect of the present invention, a more diverse 
portfolio may be selected over an initial portfolio in order to diversify model risk with reference to a predetermined 



diversity budget, defined in terms of expected return, risk, and/or utility. An initial portfolio of financial products i 
determined from an available set of financial products. One or more dimensions of an error space are searched for 
alternate portfolio that is more diverse than the initial portfolio. A cost associated with the alternate portfolio is the 
calculated by comparing the difference between a characteristic of the initial portfolio and a corresponding 
characteristic of the alternate portfolio. Finally, the alternate portfolio is selected as the recommended portfolio if 
the cost is less than or equal to the predetermined diversity budget. According to another aspect of the present 
invention an intelligent search is performed for a diverse portfolio that meets a predetermined diversity budget. An 
initial portfolio is determined based upon an available set of financial products. The cost associated with more 
diversified portfolios compared to the initial portfolio is considered and one of the more diversified portfolios is 
selected that has an associated cost that is less than or equal to the predetermined diversity budget. 

++++++++++++++++++++++++++++++++^ 
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English Abstract: 

An improved resource allocation system comprising a reliability decision engine (323), which allocates the 
portfolio's assets as required for the desired reliability portfolio. The reliability decision engine including two 



reliability decision engines, a basic reliability decision engine (325) and a robust reliability decision engine (327). 
The use of robust optimization makes it possible to determine the sensitivity of the optimized portfolio. Scenarios 
can be specified directly by the user or automatically generated by the system in response to a selection by the user. 
Inputs (329, 331) are applied to basic the basic reliability decision engine (325) and inputs (311) are applied to 
robust reliability decision engine (327). 
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English Abstract: 

The present invention provides for maintaining an absolute risk level for an investment portfolio while minimizing 
trading necessary to do so. Fig. I is a networked computer system [1 00] that can be used to practice some 
embodiments of the invention. The system includes one or more networks [102], one or more investor computers 
[1 04], one or more broker computers [106], one or more market information databases, and one or more trading 
utilities. A portfolio of long and short position assets can be obtained that is approximately logarithmic, in the sense 
that the value of the portfolio varies in constant proportion to a fractional change in a level of a market. When the 
market level changes by a specified degree, asset holdings can be adjusted as necessary to the maintain the portfolio 
as being approximately logarithmic, and total holdings can be adjusted as necessary to maintain a specified level of 
risk. 

17/5/3 (Item 3 from file: 349) Links 
PCT FULLTEXT 

(c) 2007 WIPO/Thomson. All rights reserved. 
0! I 18526 

PORTFOLIO REBALANCING BY MEANS OF RESAMPLED EFFICIENT FRONTIERS 

REEQUILIBRAGE DE PORTEFEUILLE AU MOYEN DF. FRONT! E RES EFFICACES 

REECHANT1LLONNEES 

Patent Applicant/Patent Assignee: 



* MICHAUD PARTNERS LLP; 85 Brainerd Road, TH#8, Boston, MA 02 3 34 

US; US(Residence); USfNationality) 





Country 


Number 


Kind 


Date 


Patent 


WO 


200440411 


A2-A3 


20040513 


Application 


WO 


2003US33626 




20031023 


Priorities 


us 


2002280384 




20021025 



English Abstract: 

A computer-implemented method for evaluating statistical congruence of an existing or putative portfolio with a 
target portfolio, both the current and the target portfolio having a plurality of assets (Figure 3A), A mean-variance 
efficient portfolio is computed for a plurality of simulations of input data statistically consistent with an expected 
return and expected standard deviation of return, and each such portfol io is assoc iated, by means of an index, 
with a specified portfolio on the mean variance efficient frontier (Figure 3 A), The number of simulations (Figure 
3 A) and the number of simulations periods is specified on the basis of a specified information correlation value. A 
statistical mean of the index-associated mean-variance efficient portfolios is used for evaluating a portfolio, in 
accordance with a specified balancing test, for statistical consistency with a specified risk objective and, 
additionally, for defining investment-relevant allocation ranges of portfolio- weights. 
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English Abstract: 

A process for selecting investments from a population of book-valued collective funds uses a determination of the 
past average investment performance of funds within an asset class. Past performance is measured in a 



"means-variance" analysis. The selection process determines variances from a theoretical population distribution 
that is uniformly random with a normal distribution around the measured past performance averages for the asset 
class. Investment return is calculated as the average of past periodic returns. Investment risk can be the variance of 
those past returns around their average, or the covariance of those past returns with those of a benchmark that can be 
the population average of past periodic returns or past periodic returns of an associated market index. Variances are 
identified preferably by dividing or scaling the performance distribution into four twenty-five areas of what should 
be equal-sized fund populations assuming a norma! distribution of risk and return about the center of each for the 
asset class population. The actual population in each equal area is measured, and these measurements are ranked. 
Investment selection is for those funds found in areas having a high ranking. The selection is improved eliminating 
from the selected funds the smallest funds in the population. The selected group exhibits a performance significantly 
stronger than the "asset class" average performance for at least thirty-six months. 
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...the conditional covariances, V, are accounted for by the time-series movements of the conditional standard 

deviations of the mimicking portfolios. The first factor seems to be sufficient to span the efficient factors, 
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parameter. The formation of a riskless portfolio in the spirit of the one developed by in this thesis under the 

assumptions of diversifiable volatility risk and uncorrelated innovations between the volatility and futures' returns 
series. The model is solved numerically to examine the behaviour of option prices for a variety of parameter values. 
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Abstract: ...and ownership structure. Stock price data from publicly traded S&L is used to measure portfolio risk 
and franchise or charter values. The empirical results provide support for the moral hazard hypothesis. The 
standard deviation of equity returns is negatively related to S&L franchise values, as measured by the 
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...Implied volatility is a better predictor of future volatility than 
historic measures such as the standard deviation of past 
returns," he said. "That is what you would expect if markets are at 
least reasonably efficient... 
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...if it had existed back to 1953 (The U.S. Treasury only began issuing 
inflation-protected bonds in 1997) . Developing models 

for expected inflation and using those models to back out real rates of 

interest from the historical series of nominal interest rates generated the 

indexed bond prices. Actual returns for conventional bonds 

and the aggregate stock were compared to indexed bond data. The study's 

findings include: -- Real (inflation-adjusted) returns on 

indexed bonds are less volatile than conventional bonds. The real 

returns on indexed bonds are also, unlike conventional bonds, 

less volatile than the bond's nominal returns. -- Because of the inflation 

protection, the correlation between aggregate real stock returns and 

indexed bond returns is close to zero; the correlation 

between real conventional bond returns and stocks is 0.40 -- Because of the 
lower volatility and correlation, the standard deviation of 
an equal -weighted portfolio of stocks and bonds is about 12% lower using 
indexed . . . 
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...who prefer to formalise and standardise their decision-making processes. 
Volatility is measurable by plotting standard deviations 



from average values. As the graph above shows, the volatility of the 
PTSE all-share index has increased... 

. . .The shorter the investment time horizons, however, the more it may be 
possible to cut risk on specific stocks, The graph below 
plots the number of positive daily share price movements against the 
number of negative daily share... 
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Among most major categories of equity funds, the standard 
deviation of the median fund a widely used measure of risk -- 
fell into the range of... 

...However, U.S. funds that focused on smaller companies were significantly 
riskier, as measured by standard deviation. Their average 
15-year volatility was one of the highest, at 20.1%, more than... 
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. . .asset allocations and then hiring the managers. 

Like many other advice providers, Ibbotson uses an optimizer 
program to plot portfolios in proximity to the efficient 
frontier; but instead of choosing the portfolio plotted on 
the efficient frontier, it picks a mix plotted slightly off of the 
efficient frontier to control for unpredictable circumstances. 

All optimizers take into account three assumptions: expected 
return, standard deviation and correlation, Mr. Henkel 
said. To avoid a "garbage -in, garbage-out" situation, he said... 

The Morningstar computer is told that the annual geometric mean 
return will be 150 basis points for cash, 300 basis points bonds and 
595 basis points... 
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...no surprise, therefore, that there is a close upward relationship 
between the beta of a stock and its risk - as the 

chart to the right shows for 46 of the FTSS 100 constituents with a 
trading history. . . 

...pay no heed at all to expected returns. Instead, we simply use historic 
betas and standard deviations to find the combination of 
stocks which has the lowest historic standard deviation. The 
low- risk portfolio (see table one) is an example. The standard 
deviation of its returns since 1990 has been just 4.3. That 
makes it 40 per cent safer than. . . 

. . .Amoco. All are quite safe stocks in themselves - insofar as risk can be 
measured by standard deviations. And all have low betas, 
which imply low covariances among them. 

It's important to note, however, that a low beta on its own, or a low 
standard deviation on its own, is not enough to get a stock 
into this portfolio. For example... 

. . .has a lower beta than Glaxo Wellcome - but it barely gets in because its 
high standard deviation adds to the riskiness of the 
portfolio . 

Sadly, however, there is a problem with this. . . 
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...income than the market in general. However, they are also much riskier. 
Since 1992, the standard deviation of monthly returns 

has been over 10.9 on each stock. That means that, in any one month. . . 



...three times riskier than the FTSE All-Share. 
Reducing risk 

However, by combining the two stocks, we can reduce risk 
considerably. The chart on page 3 8 shows that a portfolio comprising 
roughly half of each stock would have a much lower standard 
deviation than either stock alone. 

The reason for this is simple. The covarian.ee between British Steel... 
. . .just as safe as the FTSE All-Share index, in the sense of matching the 
standard deviation of its monthly returns since 1992 . 

The stocks in this portfolio have two virtues. One... 
...they are relatively safe in themselves. Most - such as BAT and the water 
stocks - have standard deviations that are less than twice 
those of the All- Share. Also, covariances between many of... 
. . .and Arcadia have risen. 

So, which is the better portfolio? Both have the same estimated 
standard deviation, so there's nothing to choose there. A 
high weight in water stocks has the... 
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...vast number of portfolios, each of which maximises expected returns for 
a given level of risk; these portfolios can be plotted 

on a chart to give us an efficient frontier. Portfolio theory then assumes 
that the . . . 

. . .is therefore especially stark right now. 

+ + + + + + + + + + + + + + + + + + + + + + + + + + + + + + T + + + + + + -f+ + + + + + -f + + + + + + + + + + + + + + 
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. . . s earthquake could conceivably affect the Trinora notes. Losses to the 
Trinom notes depend on modeled losses to a notional 



portfolio. Trinom's sponsor, Zurich Insurance Company, can request 
that the calculation agent (Applied Insurance Research) calculate the 
modeled loss to its notional portfolio of earthquake 
risks if the sponsor believes the event is potentially severe 
enough to trigger a loss payment,., 
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...investors is on nearly tax-free profits. That was different in the 
past, when tax- loss driven investment models supported 
loss -making ships. 
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...can run extremely hot or extremely cold. Last year the HFD calculated a 
41 percent loss for its model portfolio. However, it's currently up over 93 
percent this year, through Nov. 30. -- John Kimble... 
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. , .of the same asset mix invested in global securities as in Table 2. 



The target return portfolio model 

These model portfolios showing relative 
performance over short periods were important to readers in 1997 
when Index Investor was founded. But... 
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...downgraded Motorola to "neutral" from "outperform," citing risks tied 
to slips in important new phone models, market share 
losses resulting from Nokia's recent price cuts and valuation. 
See Internet's most complete source... 



13/3,K/6 Links 
Dialog Global Reporter 
(c) 2007 Dialog. All rights reserved. 
3 1 177947 (USE FORMAT 7 OR 9 FOR FULLTEXT) 
Before the Bell: AM AT, DCX, Wal-Mart 
Pre-Open Stocks action 
CBS MARKETWATCH (STORIES) 
September 15, 2003 

Journal Code: WCBQ Language: English Record Type: FULLTEXT 
Word Count: 54! 

...downgraded Motorola to "neutral" from "outperform," citing risks tied 
to slips in important new phone models, market share 
losses resulting from Nokia's recent price cuts and valuation. 
See Internet's most complete source... 
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...downgraded Motorola to "neutral" from "outperform," citing risks tied 
to slips in important new phone models, market share 



losses resulting from Nokia's recent price cuts and valuation. The 
stock eased 14 cents to... 
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...and UDA) and one counter which closed unchanged (LINGUI) , the remaining 
26 securities in the Model Portfolio recorded losses. 

The 26 losers posted declines of between 0.9% and 7.9%, with TONGHER 
recording . . . 
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. , .much it will cost us to trade the stock," said McClelland. 

"We call it total performance management. Our stock 
selection model considers value stocks, growth stocks and 
companies that don't fall into either of those categories." 

BGI . . . 
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. . .up gains of between 0.6% and 9,9%. 

The remaining three securities in the Model Portfolio 



suffered small losses of between 0.5 and 1.1%. 

Given the outperf ormance during the period in review. 
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. . . like you believe that the weakness is attributable to general 

market demand, and not market share loss to the direct 
model like Del or HPQ or the one-tier model like CDW and Insight. 
To be . . . 
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. . . like you believe the weakness is attributable to general end market 

demand and not market, share loss to the direct model 

like a Dell or HPQ or the one tier model. To be clear this is... 
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...based business to higher margin licence fees and royalties, associated 
with our new wireless business model. 

The loss per share for the year was 17 . lp (2002: 25. 9p). 

At the year end the group. . . 



1 3/3, K/ 14 Links 
Diaiog Global Reporter 
(c) 2007 Dialog. All rights reserved, 
28220749 (USE FORMAT 7 OR 9 FOR FULLTEXT) 
War Experts: Fairfield University 
ASCRIBE 
March 20, 2003 

Journal Code: WASC Language: English Record Type: FULLTEXT 
Word Count: 1 362 
. . . ECONOMY 

Gregory D. Koutmos , Ph.D., professor of finance An authority in the 
field of financial markets volatility, equilibrium 
asset pricing models, and fixed income securities and 
risk hedging, he has traveled globally to study U.S. , European, and 
emerging markets. His work... 
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...32,000 (on the road), besides Caliber 115, variant of its existing 110 
cc Caliber model. 

Loss in market share 
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...each major form of measurement methodology: Quantitative Results (The 

Roberts Enterprise Developments Fund's Social Return on 

Investment { "SROI " ) model); Performance Measurement 

(New Profit Inc. 1 s adapted Balanced Scorecard) ; and Comparative 

(The Center for Effective Philanthropy's Grantee Perception... 
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. . .Now, these bonds are not as frequently traded as government bonds, and 
are, hence, less volatile. In fact, funds' mostly use vendor 
models to value corporate bonds, which reduces the 
fluctuation in NAV returns for the unit -holders . 
The f lip . . . 



13/3,K/18 Links 
Dialog Global Reporter 
(c) 2007 Dialog. All rights reserved. 
22836705 (USE FORMAT 7 OR 9 FOR FULLTEXT) 
The regulator who isn't there 
The regulator who isn't there 
Section Title: SU 
ECONOMIST 
May 18, 2002 

Journal Code: FECN Language: English Record Type: FULLTEXT 
Word Count: 2451 

...models to assess how much capital they need to set aside against 
portfolios of marketable securities. These "value at 
risk" (VAR) models typically 
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S&P to Launch U.S. Residential Mortgage-Backed Securities Loss Severity Scoring Model 
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. , . in the second quarter of .2001, reflecting the positive effects of the 
Company 1 s business model . 

Net loss/loss per share available to common stockholders -- PracticeWorks 
reported a net loss of $(9.5) million in the ... 
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...footnote C of a table called "Value at Risk." 

The sentence read: "In 2000, the value at risk 
model utilized for equity trading market risk 

was refined to more closely correlate with the valuation methodologies used 
for merchant activities." Put... 



13/3,K/22 Links 
Dialog Global Reporter 
(c) 2007 Dialog. All rights reserved. 
20650972 (USE FORMAT 7 OR 9 FOR FULLTEXT) 

S&P Model Portfolio Beat Firm's Own Index; NFV 20 Portfolio Posts 29.1% Gain in 2001 Vs. -13% for S&P 
500 

PR NEWSWIRE 
January 08, 2002 

Journal Code: WPRW Language: English Record Type: FULLTEXT 
Word Count: 785 

In a year when many investors and stock indexes recorded 
significant losses, Standard & Poor's model Neural 

Fair Value 20 (NFV 20) Portfolio scored a 29.1% gain* for the twelve 
months ending December. . . 

13/3.K/23 Links 
Dialog Global Reporter 
(c) 2007 Dialog. All rights reserved. 
1 924225 1 (USE FORMAT 7 OR 9 FOR FULLTEXT) 
Nim - Pittsburgh Presents Program, Straight Talk with the Street' 
PR NEWSWIRE 
October 10, 2001 



Journal Code: WPRW Language: English Record Type: FULLTEXT 
Word Count: 296 

. , .He will also discuss how Holt Value Associates enable corporations to 
link corporate decisions to stock price using a performance measurement and 
valuation model. Holt Value Associates states that over 3,000 portfolio managers 
and buyside analysts, managing over $1.7 ... 
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. . .insurers are doing a lot more modeling, and not just catastrophe 
modeling, he said. By modeling financial markets and 
loss cost inflation, brokers and insurers are becoming more accurate 
when they estimate risk, Bromley said... 
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. . .purpose company, Zurich Insurance Company is the counter party to 
Trinom . 

Coverage is based on modeled losses on a notional 
portfolio of Zurich Re. The notional portfolio was structured by 
Zurich Re to match a specific. . . 
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...addition of sales staff in London to pursue the non- U.S. market for 
fixed income portfolio analytics." 

Security Models and Data - Version 4.5 features 
enhancements to the CMS BondEdge proprietary MBS prepayment model... 
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. . .count should be in a range of 16.2 million to 16.3 million This 
model should produce a loss per share target of 

between $0.08 to $0.09. Management anticipates that the Company's business 
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...cent suffers from the high costs of frequent trading. I also tried out, 
trailing stop-losses on the model portfolio. 

In the trailing stop- losses chart above, once more there is a smooth 
improvement in . . . 

!3/3,K/29 Links 
Dialog Global Reporter 
(c) 2007 Dialog. All rights reserved. 
1 8 1 80955 (USE FORMAT 7 OR 9 FOR FULLTEXT) 
India: Efforts on to seal cracks, Hugar tells shareholders 
BUSINESS LINE 
August 04, 2001 

Journal Code: FBLN Language: English Record Type: FULLTEXT 
Word Count: 393 

... self -assessment and consolidation exercise. 



The bank recently reviewed its positioning, business practices, asset 
and liability portfolios, income models and 
quality in every aspect of its business. 
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. . .and windstorm models. 

The issue was structured in a synthetic manner, coverage is based on 
modeled losses on a notional portfolio of Zurich Re. 

The notional portfolio was structured by Zurich Re so as to match... 
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...the story of Scoot.com contains no surprises for anyone familiar with 
internet businesses. Inflated share prices, massive losses, 
changing business models and a cash crunch all drive the plot. But a 
host of colourful characters, links... 
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. . .analysis during the ratings process internally. They are also 
distributed to clients who use the models to value 



portfolio and low- level risk in the origination and 

structured arenas . A painstaking amount of research was conducted to arrive 
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...analysis during the ratings process internally. They are also 
distributed to clients who use the models to value 
portfolio and low -level risk in the origination and 

structured arenas. A painstaking amount of research was conducted to arrive 
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...modelling. Selecting and applying the model is relatively 
straightforward. For example, with the asset and earnings 
volatility models, stock prices and earnings 

data are readily available. However, to accurately measure the 
"value-at-operational-risk" using these... 
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...review, our Model General Portfolio underperf ormed the overall market. 



Bucking the overall market trend, the Jfedel Portfolio 
suffered a loss of 0.7% during the period. 
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...to find trends, patterns and relationships. Applications that require 
sophisticated analytics include forecasting, customer behavior 
modeling, profitability analysis, portfolio optimization and experimental 
analysis. Top markets for Insightful analytical technology include financial 
services, biopharm, telecom and... 
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. . .desk, and 

earlier had many years in trading at Bear Stearns. 
-- Blaise Morton, as relative value trader, specializing in 
modeling for portfolio valuation, risk assessment, and trading 

strategies for derivative products. He joins from DRW Investments (Chicago) where 
he 
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. . .desk, and earlier had many years in trading at Bear Stearns. -- Blaise 
Morton, as relative value trader, specializing in modeling 



for portfolio valuation, risk assessment, and trading 

strategies for derivative products. He joins from DRW Investments (Chicago) 
where he . . . 



13/3.K/39 Links 
Dialog Global Reporter 
(c) 2007 Dialog. All rights reserved. 
1 5792 1 59 (USE FORMAT 7 OR 9 FOR FULLTEXT) 
India: Dundee Sovereign Trust: Bank on it 
BUSINESS LINE 
March 25, 2001 

Journal Code: FBLN Language: English Record Type: FULLTEXT 
Word Count: 51 8 

...in the coming months. And that may lead to fluctuations in NAV returns. 

A simple Value-at -Risk model suggests the 
fund may lose on an average, 0.30 per cent of its NAV" in 95 out... 
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...aggregate volume for 2001 $600,000,000 

Instruments used: catastrophe bonds, catastrophe equity put options, 
modeled loss securities. 

Services provided: risk securitization design, analytics/risk 
quantification, underwriting of securities, creation of special --purpose 
vehicles, analysis of... 
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. . .longer an insurer uses a single model to make risk decisions, the lower 
that particular model's loss estimates for their 



portfolio will tend to get, until eventually it will produce the 
lowest estimate of all models.,. 
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. . .the joint venture, we did not include any value to these projects in our 
valuation model. We increased our loss per share 

forecast for fiscal 2000 from $0.04 to $0.10 and for fiscal 2001 from... 
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...year, subscribers receive a more extensive comparison of the performance 
rankings. It details the percentage gain or loss of 
model portfolios based on the advice contained in each 
newsletter, explains how clear and complete its advice. . . 
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...package that can be used to project forward income and expenditure, but 

in particular to model investment income and growth 

performance? 

I have built my own model, with assumptions on stock market growth 
etc, and which. . . 
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...package that can be used to project forward income and expenditure, but 
in particular to model investment income and growth performance? 

I have built my own model with assumptions on stock market growth etc, 
which allows . . . 
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...from the thinning of atmospheric ozone could be helping to kill cod 
larvae. Unless this stock loss is built into models, 
'we might get ourselves into even more trouble', he says. 
Atlantic cod spawn in deep... 
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. . .Also, the activity and performance of dotcoms over the last six months 
is making the financial market increasingly risk 
-averse . 

"Current profitability models in use mean that knowledge 
economy and e- commerce start-ups are always high-risk... 



1 3/3,K/48 Links 



Dialog Global Reporter 

(c) 2007 Dialog, All rights reserved, 

1 3999833 (USE FORMAT 7 OR 9 FOR FULLTEXT) 

Fitch Rates Mediterranean Re, Catastrophe-Linked Notes 

BUSINESS WIRE 
November 29, 2000 

Journal Code: WBWE Language: English Record Type: FULLTEXT 
Word Count: 261 

, . .kilometer radius of Monaco, and cause modeled property damage in Monaco, 
The reinsurance contract covers modeled losses to a notional 
portfolio of insured property risks that exceed pre-defined 

amounts . 

Fitch's ratings address the timely payment of interest and... 
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...I.A.R.T.'s actual insurance exposures in France and Monaco, Based on the 
modeled loss portfolio, Mediterranean Re has 

indemnified AGF for 381 million euro ($1=1.1783 euro) in losses... 
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...revolutionized modern investment theory and practice by creating the 
first-ever mathematical template to calculate investment risk 
and return. This Model, also known as the "Markowitz Model," 
was created in the 1950s and has since become... 
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. . .new subscribers and updated twice a year. The HFD also provides reports 
on the percentage gain/loss of model portfolios , the performance on a risk 
adjusted basis, gives ratings over various periods of time, and gauges a... 
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...return-driven portfolios, and has an excellent grasp of the nuances 
associated with our high-yield investment performance 
model," said Maxwell Bublitz, CCM president and CEO. 
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. . . TY model (see Financial News, August 21) that assume yields will tend to 
a predetermined value. 

He said; 'These models show equities to be risky 
in the short term but less risky in the longer term. 

Bacon & Woodrow ' s model. . . 
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. . .previous year was $2.2 million. In an effort to provide a comparison 
with analyst models, the net loss per share figures 

for all periods described above have been presented on a pro forma basis as 
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...year outlook, and produces a fair market 6-month price target together 
with an expected earnings growth rate. The model also 
compares the stock's expected performance - in terms of both 
risk and return potential - in the next six months with that. . . 
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...Then our model produces a fair market 6 -month price target together with 
an expected earnings growth rate . The model also compares the 
stock's expected performance - in terms of both risk and 
return potential - in the next six months with that... 
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. . .for the same period in 1999. 



In an effort to provide a comparison with analyst models, the 
net loss per share figures for the prior year have been 
presented on a pro forma basis, as if . . . 
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. . .for the same period in 1999. 

In an effort to provide a comparison with analyst models, the 
net loss per share figures for the prior year have been 
presented on a pro forma basis, as if... 
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In an effort to provide a comparison with analyst models, the net 
loss per share figures for the prior year have been presented 
on a pro forma basis, as if. . . 
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...selling Salon. corn's online properties. 

In an effort to provide meaningful comparison with analyst 
models, the net loss per share figures above have been 
presented on a pro forma basis, which excludes non-cash charges... 
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...effect. By exposing these links the investors can make up their own 
minds about equity value. Valuation models also show the 
risk profiles of the venture, which makes it easier to 
distinguish between the needs of different types of investor. 
Our . . . 
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. . .Financial Officer he will be responsible for overseeing and developing 
the company's business plan, profit and loss models, 
fund raising needs and plans, and strategic partnerships. 
"I initially joined XseeksY.com as an investor... 
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...Gerling Global Re, the notes have a unique structure under which 
coverage is based on modelled losses on a notional 

portfolio, structured by Gerling to match its underlying exposures 
in Japan . 

■• The ...to uncertainties surrounding the data quality of the 
underlying exposures or the accuracies of the model's damage and 



loss calculations." 
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...liquidity are extremely strong, as measured by Standard and Poor's 
capital adequacy and liquidity models. However, an operating 
loss and realized investment losses caused capital to 
fall by 17% in 1998 . 

'Pi' ratings, denoted with a 'pi' subscript... 
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. . .for the same period in 1998. 

In an effort to provide a comparison with analyst models, the 
net loss per share figures above have been presented on a pro 
forma basis, as if all preferred shares... 
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...all the agencies. These include a Geographic Information System (CIS) 

adaptable to any organisation, an efficient revenue 

model and fund-based accounting. It will also help upgrade 

and enhance the managerial and administrative capabilities of... 
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...of 14.0 eur . Yesterday the broker said ic added the stock to its 
European model portfolio. 

Financials suffered losses ahead of the ECB meeting later 
today, with dealers noting an interest rate rise is... 
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...several respects which provide several advantages to Gerling. A notional 

portfolio was used to determine modeled losses for the 

bond structure and payout determination. The notional portfolio may 

be updated at six month intervals, holding. . . 
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...a subsidiary of American Re Corporation, 1/3, 2/3 or 3/3 of their 
investment if modeled losses from actual events 

between now and 3/31/01 equal or exceed specified amounts, which... 
...April 2001, raised $50.0 million from investors, who will give up all of 
their investment if modeled losses from the actual 

events equal or exceed an even larger amount. The final tranche is. . . 
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. . .Rule 144A offering. 

The notes have a unique structure under which coverage is based on 
modeled losses on a notional portfolio. The notional 

portfolio was structured by GKG to match their underlying exposures in 
Japan and . . . 
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...investment due diligence, including qualitative assessment of management 
teams and strategies with a rigorous quantitative modeling of 
investment return and risk." 

Through its activities as general partner of the 1818 Funds (I. II and 
III) and. . . 
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Fitch IBCA, the international rating agency, said in Johannesburg Tuesday 

it had developed a new model for evaluating credit loss 

levels on securities backed by South African residential mortgage 

loans (RMBS) . 

The model calculates credit enhancement requirements to... 
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. . .0.09) per share pro forma. 

In an effort to provide a comparison with analyst models, the 
net loss per share figures above have been presented on a pro 
forma basis, as if all preferred shares... 
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. . .Fischer's Stromqvist. 

Banque Nationale de Paris analysts said that the considerable overlap 
in European models should mean a loss of market share 
mainly in the fleet business particularly in Europe. 
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. , .taking advantage of the Parasolid Data Pipeline each of these different 
applications is able to share models without any loss 

of geometric information. For more information please visit Parasolid on 
the Worldwide Web at http. . . 
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...are a number of other index options that may be advantageous in certain 
situations, including: 

- modelled losses to the risk portfolio; 

- reported/extrapolated industry losses (PCS, GCCI, etc); 
-- modelled industry losses ( RMS CAT index) ; and, 

- physical event parameters. 

An important risk assessment element of the index decision process is... 

13/3.K/77 Links 
Dialog Global Reporter 
(c) 2007 Dialog. All rights reserved. 
02594423 (USE FORMAT 7 OR 9 FOR FULLTEXT) 

Personal Finance: When high charges destroy added value - Funds of funds' big selling point is their ability to 
tap into top-performing funds across all sectors. But returns tend to be below average, thanks to hefty 
charges 

Compiler: CER1 JONES 
INVESTORS CHRONICLE , p 29 
August 21, 1998 

Journal Code: FIC Language: English Record Type: FULLTEXT 
Word Count: 1587 
. . . peaked . ' 

BARRA is an investment consultancy - one of several working in this 
area - which provides risk analysis services to fund 
management groups. Its risk management models measure 
volatility of returns , both absolute and relative to an index 
benchmark. The risk characteristics of a portfolio can... 
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If they do not wish to close down their short positions in Hang Seng 
Index futures at a loss - look at the chart below to see how the open interest in 
these has grown in recent months - he ... 
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...a catalogue of failures which contributed to the losses, ranging from 
incorrectly structured derivatives pricing models, to proprietary 
losses caused by equity market volatility in 
the last quarter of last year. 

About 120 million francs was lost after errors... 
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...the new features added were: -- On-screen customized Alerts for news and 
stock related activity -- Portfolio analysis including risk/ 
return modeling -- Quick quotes for stocks -- New area on 
DRIPs Bond research and quotes 
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. , .it reaches' 14% in month 42, where it remains for the remaining life of 
the portfolio. The loss assumption model, which is exclusive of voluntary 
prepayments, anticipates losses commencing in the third month and reaching... 
...annualized rate in the 18th month, where it remains for the remaining 
life of the portfolio. Cumulative losses under this new 
model would be approximately 9% of the original portfolio balance. 



Subject Search: non patent literature; full text #2 



Set Items Description 

51 7003904 S ANNUIT??? OR BOND OR BONDS OR EQUITY () LINKED OR EQUITIES OR ( FINANCIAL 
OR INVESTMENT) {) (VEHICLE OR VEHICLES OR PRODUCT OR PRODUCTS OR INSTRUMENT OR INSTRUMENTS ) 
OR FUND OR FUNDS OR FUTURES OR INDIVIDUAL 0 RETIREMENT ( } (ACCOUNT OR ACCOUNTS) OR INVESTMENT 
OR INVESTMENTS OR PORTFOLIO? ? OR SECURITIES OR SHARE OR SHARES OR STOCK OR STOCKS OR 
(STOCK OR STOCKS OR BOND OR BONDS OR FINANCIAL OR INTERNATIONAL OR COMMODIT??? OR FUTURES 
OR MONEY OR SECURIT??? OR EQUITIES OR EQUITY) () (MARKET OR MARKETS OR TRADE? ? OR TRADING OR 
INVEST? OR EXCHANG? ) OR VENTURE OR VENTURES 

52 807325 S SI (3N) (RISK? ? OR RISKINESS OR VOLATILE OR VOLATILIT? OR UNCERTAIN? OR 
LOSS? ? OR DANGER OR DANGERS OR UNPREDICABILIT? OR LIABILITY OR LIABILITIES? OR SAFETY OR 
PROTECT??? OR SECURITY OR HAZARD OR RESTRAIN??? OR RETENTION OR SAFEGUARD OR GUARD OR 
EFFICIENCIES OR EFFICIENT OR EXPEDITIOUS OR EXPEDITE OR EFFICIENCE OR EFFICIENTLY OR 
EXPEDITIOUSLY OR PERFORMANCE? ? OR TlMESAVING? ? OR OPTIMI?) 

53 3830 S S2(3N) ( (MULTIPLE OR LOGISTICAL OR TREE ) (N) REGRESSION OR LOGARITHM?? OR 
(DISCRIMINATE OR STATISTICAL) () (TECHNIQUE OR PROCEDURE OR ANALYSIS OR REPRESENTATION OR 

REPRESENTATIONS) OR LOGIC ( ) (STRUCTURE OR STRUCTURES) OR MODEL??? OR MODELLING OR 
(TRANSACTION OR MULTIPLICATIVE) () (DATA OR INFORMATION) OR LINEAR ( ) (ALGORITHM OR 

ALGORITHMS) OR PLOT OR PLOTS OR PLOTT??? OR CHART??? OR EQUATION OR EQUATIONS OR 

MATHEMATICAL ( ) (EXPRESSION OR EXPRESSIONS) OR CHI 0 SQUARE OR CHAID OR 

QUANTITATIVE () ANALYSIS OR DERIVATIVE 0 VALUATION OR (STOCHASTIC OR STATISTICAL OR RANDOM OR 
RANDOM I? ? ? OR PROBABILISTIC) ( 2N) SAMPLING) 

54 154 95 S MEAN () RETURN? ? OR STANDARD 0 DEVIATION? ? 

55 203745 S (BENCHMARK??? OR BENCH ( ) MARK? ? ? OR CRITERION OR CRITERIA OR MODEL??? OR 
MATRIX? ? OR MATRICES OR STANDARD OR STANDARDS OR TOUCHSTONE OR TOUCHSTONES OR 

TOUCH () (STONE OR STONES) OR YARDSTICK OR YARDSTICKS OR YARD ( ) (STICK OR STICKS) OR TEST OR 
TESTS OR REFERENCE OR REFERENCES OR INDICATOR OR INDICATORS OR INDEX?? OR INDICES OR 
RULESET OR RULESETS OR RULEBASE OR RULEBASES OR RULE OR RULES) (3N) (PROFIT? OR PROCEEDS OR 
EARNINGS OR GAIN? ? OR INCOME OR YIELD?: "l; vQR RETURN? ? OR ROI OR REVENUE OR LOSS? OR LOSE? 
? OR LOSING OR SHORTFALL? ? OR SHORT () FALL? ? OR DEFICIENCY OR DEFICIT? OR SHORTAGE? ? OR 
RETURN? ? OR VALUE? ?) 

56 25 S S3 (10N) S4 

57 18 S S6 AND S5 

S3 9 S S7 NOT PY>2003 

S9 9 RD (unique items) 

510 553756 S S1(2N) (RISK? ? OR RISKINESS OR LOSS?? OR SAFETY OR PROTECT??? OR 
SECURITY OR SAFEGUARD OR GUARD OR EFFICIENCIES OR EFFICIENT OR EFFICIENCE OR EFFICIENTLY) 

511 38 S S10(2N) { (MULTIPLE OR LOGISTICAL OR TREE) (N) REGRESSION OR LOGARITHM? ? OR 
(DISCRIMINATE OR STATISTICAL) () (TECHNIQUE OR PROCEDURE OR ANALYSIS OR REPRESENTATION OR 
REPRESENTATIONS) OR LOGIC ( ) (STRUCTURE OR STRUCTURES) OR LINEAR ( ) (ALGORITHM OR ALGORITHMS) 
OR PLOT OR PLOTS OR PLOTT??? OR QUANTITATIVE () ANALYSIS OR DERIVATIVE () VALUATION OR 
(STOCHASTIC OR STATISTICAL OR RANDOM OR RANDOM!??? OR PROBABILISTIC) ( 2N) SAMPLING) 

512 14 S Sll AND S5 

513 13 S S12 NOT PY>2003 

514 13 S S13 NOT S9 

515 13 RD (unique items) 
; show files 

[Fife 15] ABI/Inform(R) 1971-2007/Nov 26 

(c) 2007 ProQuest Info&Learning, Ai! rights reserved. 

[File 610] Business Wire ] 999-2007/Nov 28 
(c) 2007 Business Wire. All rights reserved. 

*File 610; File 610 now contains data from 3/99 forward. Archive data (1986-2/99) is available in File 810, 



[File 810] Business Wire 1986-1999/Feb 28 
(c) 1999 Business Wire . All rights reserved. 



[File 476] Financial Times Futltext 1982-2007/Nov 28 
(c) 2007 Financial Times Ltd, A!! rights reserved. 

[File 61 3] PR Newswire 1 999-2007/Nov 28 

(c) 2007 PR Newswire Association Inc. All rights reserved. 

*File 613: File 613 now contains data from 5/99 forward. Archive data (1987-4/99) is available in File 813. 

[File 8 1 3] PR Newswire i 987-1 999/Apr 30 

(c) 1999 PR Newswire Association Inc. All rights reserved. 

[File 634] San Jose Mercury Jun 3 985-2007/Nov 27 
(c) 2007 San Jose Mercury News. All rights reserved. 

[File 624] McGraw-Hill Publications 1 985-2007/Nov 26 
(c) 2007 McGraw-Hill Co. Inc. All rights reserved. 

*File 624: Homeland Security & Defense and 9 Plait energy journals added Please see HELP NEWS624 for more 



9/3, K/1 (Item 1 from file: 15) Links 
ABI/Inform(R) 

(c) 2007 ProQuest Info&Learning. All rights reserved. 
02709368 544910641 

The Role of Singapore REITs in a Downside Risk Asset Allocation Framework 
Sing, Tien F; Ling, Sze C 

Journal of Real Estate Portfolio Management v9n3 pp: 219-235 
Sep-Dec 2003 

ISSN: 3 083-5547 Journal Code: JREP 

Word Count: 6324 

Text: 

...show the return profile of HPTs in all three sample periods. 
The SES-All Share Index posted negative returns in Period all 
and Period 1. In Period 2, Retail HPTs had the highest average... 
. . .and bond) portfolio in a downside risk framework.. 
Concept of Downside Risk 

The use of standard deviation as measure of risk in the 
traditional Markowitz's portfolio optimization model 

is based on the assumption that investors view returns above the mean in 
the same . . . 

...of return are summarized in Exhibit 15. Bonds and HPTs dominate at lower 

levels of returns for both models in Period 2. However, the 

stock holdings increase when higher rates of returns are expected... 

. . .of the price return was 16.63%;, which is much higher than the 0.78% 

standard deviation for the income return. Similar attributes 

■were also observed in the full sample period. 
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Text: 

. ,.P contains only ten years of loss development history, starting with 
development year 11 the model estimates loss payments by 

fitting an inverse power curve to the first ten years of loss payments... 
. . .sum payment is made to pay off any reserves that may remain. 17 Once the 
model has estimated the loss cash flows for each line of 
business, the flows from the individual lines are added. . . 
...and severely adverse scenarios assume that the first year dividend rate 
is 1 and 2 standard deviations below the average long-term 
dividend yield, respectively. 

The model incorporates bond default risk using the 

bond mortality loss tables presented in Altman (1992) . The 

bond mortality loss rates measure the estimated proportion of . . . tsale of 

less risky coverages than nonmutuals (see Lamm-Tennant and Starks, 1993). 
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Word Count: 16116 

Abstract: 

. . .economic theories shows that standard models fail to account for the 

historical equity premium. New models that predict high 

returns by fundamentally changing the description of stock market 

risk are also examined. Investors are warned... 

Text: , 

...if standard models that summarize a vast amount of other information 
shed light on stock returns. Standard models do not 

predict anything like the historical equity premium. After a decade of 
effort , a . . . 
Reference : 

, "Understanding risk and return," Journal of Political Economy, 



Vol. 104, April 1996, pp. 298-345. 
Campbell, John Y. , and, . , 
. . . 1996a, pp . 443-487 . 

, "Saving behavior and portfolio choice: Which risks matter?," Northwestern 
University, worl996b. 
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Hodrick, Robert, "Dividend yields and expected stock returns: 

Alternative procedures for inference and measurement," Review of Financial 

Studies , Vol . . . 
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...weighted sum of their individual standard deviations. 6 

An efficient, portfolio has the greatest feasible return for a given 

standard deviation of return. The later empirical section 

focuses principally on determining the proportions of international stock 

or bond portfolios that generate the efficient "frontier," which is a graph 

of efficient portfolios' standard deviations against their 

returns. A particular investor's taste for risk and return would 

guide the selection of an... by 3 percentage points and paid dividends at 

the rate of 1 percent of the index level, the local return 

would be -2 percentage points. If during the same period, the exchange rate 
appreciated by. . . 

. . .where the first term represents weighted covariances of the security 
returns on theN index portfolios making up the overall 
portfolio (with superscript 1 for local return}, the second is... 
...1980 to 1985, a period that will be discussed in detail below. The 
average annual return and standard deviation of a U.S. stock 
portfolio is represented by the dot. The efficient frontier... 
...Japan, France, Canada, and Switzerland lies above the U.S. portfolio, 9 
For the same standard deviation of return, the 

internationally diversified portfolio offers a higher return. The 

minimum standard deviation efficient portfolio has a return that is 

I percentage point higher than the standard deviation of the U.S. portfolio 

and a standard deviation of return that is 2 percentage 

points lower than the U.S. portfolio's. In short, investors who evaluate 
portfolios based on their expected mean returns and standard 
deviations would choose a portfolio along the efficient frontier. 
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, . .underlying price (used generically to mean the price of a financial 
asset, exchange rate, or index value) . A critical determinant 
of an option's value is the expected variability or volatility of... need 
for Eurodollar futures hedges. 

The price of the Eurodollar futures contract is actually an index 
value constructed as 100 minus the add-on yield expressed as a 
percent. The reason for this arrangement is that a long position (a 
purchased contract) gains as the index rises, implying that 
the add-on yield (LIBOR) falls. The index allows the 



9/3,K/6 (Item 6 from file: 15) Links 
ABI/Inform(R) 

(c) 2007 ProQuest Info&Leaniing. All rights reserved. 
01068171 97-17565 

Appraisal methods and regulatory takings: New directions for appraisers, judges, and economists 

Walter, William S 

Appraisal Journal v63n3 pp: 331-349 
Jul' 1995 

ISSN: 0003-7087 Journal Code: APJ 

Word Count: 9579 

Text: 

...for capital expenditures as "permanent investment" on its balance sheet, 
leading to development of the return on investment (ROI) 
criteria, which General Motors followed in the 1920s only after 
Holmes's opinion in Pennsylvania Coal... under specified assumptions, 
whether an investment should be accepted or rejected. Rule-of -thumb 
decision rules, such as gross income multipliers or leverage 

or operating ratios, are criticized for not producing a clear decision rule 
...analysis of risk and return in investment -backed expectations. 
Statistical measures of risk, such as standard deviation, 
variance, sensitivity analysis, statistical inference in investment 
analysis, security line analysis, probabilistic modeling, 

utility theory, diversification theories, and risk aversion concepts are 
widely advocated methods of analyzing risk... to the interf erence with the 
investment -backed expectations factor, especially risk analysis and 
investment decision rules. Rate -of -return concepts should be 
expanded beyond rent control and utility regulation to the broad range of 
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...of institutional traders has been trending up for 30 years, however, 
without noticeably increasing the volatility of stock prices 
(Chart 8) . (Chart 8 omitted) The standard 

deviation of the real growth rate of stock prices every month, 
measured by the S&P. , . 
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Abstract: 

. . .the New York Stock Exchange, compared with only 6.9% for the 190-point 
drop. Standard deviation is the most commonly used measure 
of stock return volatility. Plots of 

standard deviations of rates of returns have been stable 
since the mid-1800s in the US; the... 
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ANDREW HILL 
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...find out whether the growing share of technology in the S&P500 has increased overall stock market volatility. 
The chart tracing the annuaiised standard deviation of the return from the S&P500 over the past decade indicates 
that although volatility has increased since... 
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...a linear relation between the expected returns and market betas of 
securities. That is, securities plot on the security 

market line ( SML ) . Fifth, market betas are the only measures of risk 
needed to explain the... 

...expected return -- beta tradeoff and the special prediction of the 
Sharpe-Lintner version of the model that the returns on 

"zero-beta" portfolios have expected returns equal to the riskless rate of 
interest. Their... CAPM is dead wrong. The tangency portfolio is driven to 
near minus infinity in expected return - standard deviation 
space in one case and there is no relation between expected returns and 
betas . . . 
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...comparison of EVA with EPS (earnings per share), ROE (return on equity), 
CFROI (cash flow return on investment) , or standard capital 



budgeting criteria. The EVA criterion is not unique in the sense that it 
takes the cost of all the types of capital used into account. The NPV (net 
present value) criterion and PI (profitability 

index) also take, the cost of capital into account; and the IRR 
(internal rate of return criterion) can only be interpreted 
in terms of the cost of capital, NPV, PI arid IRR... 

. . .of EVA ( R ) is heavily dependant on the CAPM. In an EMH-world, where 
assets plot on the Security Market Line (SML) or 

Capital Market Line (CML) , and asset prices (market prices) correspond to 

asset... the business. These include service on the debt and dividends on 

the stock. ... By that standard the return to the equity 

owner should be commensurate with returns on investments in other 

enterprises having ... intrinsic value will not correspond to market price, 

and reliance on market price as an indicator of true value is 

not an acceptable professional practice. 

Secondly, there is the matter of being able to ... methodological inadequacy 
of the CAPM. 
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. . . returns . 

EVA in an EMH- World - a Financial Fiction 
In an EMH-world, where assets plot on the Security 
Market Line (SML) or Capital Market Line (CML) , and asset prices 
(market prices) correspond to asset... not yet part of reported accounting 
information have a powerful impact on stock prices and returns. 
References 
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...asset pricing model to calculate EVA. 
A Financial Fiction 

In an EMH world, where assets plot on the security- 
market line or capital market line, and asset prices {market prices) 
correspond to asset values ( intrinsic ... Making EVA Work." AFP Exchange 
20:98-103, 2000. 

Leventhal, H. "Vitality of the Comparable Earnings Standard 

for Regulation of Utilites in a Growth Economy." Yale Law Journal, pp. 
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...function of value and is not included in the yield calculations. The 
result is a return series from which standard mean- variance 
statistics are calculated. Quadratic nonlinear programming to produce 
portfolios on the efficient frontier... a single office district or dividing 
purchases equally between all districts. Exhibit 2 shows the returns 
(and standard deviations) of these benchmark portfolios. They range 
from .038 (.048) for residential class A to... 

...results of residential diversification by district are shown in Exhibit 
3. The results include the standard deviation, expected 
return and -weights for selected portfolios on the efficient 
frontier. Blank areas in Exhibit 3 represent... 
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...do better by repositioning their portfolios. Figure 1 illustrates this 
point using two hypothetical existing portfolios and an efficient frontier 
plotted in risk and return space. The strategic implication of Figure 1 is that 
an investor . . . 

...literature are usually performed at the national or regional level and 
use historical averages and standard deviations as return and risk measures, 
respectively. Within this context., the authors believe that the following 
features may. . . 
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...them against the specified index(es) for the user-selected time period. 
Comparisons with selected benchmarks include the risk, return, and volatility of 
the specific securities. 

Portfolio Returra This module compares the overall portfolio performance as 
well as that of each individual security to the selected index (es) . 
Risk-Return Here Riskview compares the portfolio's risks and 
returns to an index over the selected time period. 

Risk-Analysis. This selection forecasts risk estimates for the portfolio... 
. . .between each pair of stocks in the portfolio and presents the results in 
a correlation matrix. 

Value at Risk This selection calculates the loss potential of the 
portfolio and of each stock ... plot . 

The risk-return selection display (Exhibit 2) compares the portfolio's 
historical risk and returns to the USDOW benchmark for the 
period of interest. For each equity position, its Alpha and Beta are 
listed. Alpha is an indicator of a security's returns compared to 
the benchmark, after adjusting for differences in risk. Thus, the 
higher the Alpha above one, the more... 

...daily returns shows the returns for the portfolio's positions (in 
percent) compared to the benchmark's returns. Because one dot 
per day per security is plotted, the central portion of the plot... 
...historical return vs. risk plot shows the USDOW , the portfolio as a 
whole , and each security in the portfolio plotted by 

risk (a function of the security's Beta) and return . Clicking on the 



dot with the. 
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...of Year 19 is only 7.8% annually compared with 13.2% annually for book 
value/share . 

The model computes fair values using a fair discount rate, 
the firm's COC . Thus the stock's total return... 
. . .Value Stock 

Exhibit 2 is a spreadsheet just like Exhibit 1 that implements Fairfield's 
model for a hypothetical value stock. The stock's initial 

price and book value/share are 25.00 and 50... column when the analyst wants 

to use the annual risk of abnormal ROE collapse (or return to 

normal) model. The second two lines provide the rule for the 

half-life model. The first line ... computation . The correct way of computing 

the total return is by compounding the appreciation and yield. 
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...0.2 when it's down. The article argues that given the expanded set of 
stocks, "the global efficient frontier plots above, as 
well as extends at either end of, the domestic efficient frontier." 
The September. . . 

...managers constantly beat EAFE . " Kolluri notes that if you take Japan out 
of the EAFE index, the compound annualized return from 19 90 
through 1995 is 8.43 percent. Not great, but not nearly as bad... top 13 
developed countries according to their percentage of global equity. But 
then Kolluri' s model veers toward a value approach by 



identifying and buying the seven to eight most undervalued of the 13 
countries . . . 
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...It does mean that you must undertake further analysis. 

The second item- who bears the investment risk? -is a 

quantitative analysis. However, even here one can lose 

sight of the Rule's purpose. Most life insurance products have an 

investment element. When you begin to "improve,.. 
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...the WACC is not acceptable because ... assets in the form of projects or 
securities, as plotted on the security market line, do 

not have a WACC as the required rate of return" [14, p. 180 . . . Brigham, E.F. 
and T.C. Tapley, "Financial Leverage and Use of the Net Present 
Value Investment Criterion: A Reexamination." Financial 
Management, Vol. 14 (Summer, 1985), pp. 48-52. 
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. . .And how do you determine the mix? 

Basically, it is established through a model that plots the current 
risk premium on stocks and bonds, arrived at by calculating 
an expected return from each of the asset classes... 
...to capture the return of equities? 

Within the stock area we try to exceed the return of the 
Standard & Poor's 500 index. We evaluate one stock at a time, 
avoiding any macroeconomic expectations... 
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...project, such as building a new power station, we shouid Find the required rate of return by reference to a similar 
investment on the stock market. To do this we need to examine. ..of return for projects with varying levels of beta. 
Projects with an expected return that plots above this security market line should be accepted while those beneath 
should be rejected. 
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...to Level = (MATHEMATICAL EXPRESSION NOT REPRODUCIBLE IN ASCII) 

where ( Z . sub . 1- (Alpha) ) is the standard normal value 
corresponding to a probability a of stocking out. ( Z . sub . 1 - (Alpha) ) 
( (Sigma) .sub.X. . .the standard deviation of demand over the lead time plus 
the review period by a standard normal value, solve for k in 
the following approximation formula: (2) 

(LIFR. sub. goal) = 1 - ( ( Sigma) . sub . . . 99 ) ( sup . 4 ) = 0.96. 

Appendix VI : Estimates Weekly Demand Uncertainty from Monthly Data 



The standard deviation of demand uncertainty used in the 
safety stock equation is a measure of the weekly 
uncertainty of real demand about the plan. Ideally, data... 

...and the order-up-to level using the yield -adjusted average weekly demand 
and the yield-adjusted standard deviation of weekly demand 

uncertainty, then subtract the product of the average weekly demand without 
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...describes his method as quasi-art and quasi-science . Haines relies 

heavily on a computerized portfolio optimization model 

which, given inputs of expected returns, standard 

deviations, correlation coefficients and transaction charges, is 

designed to produce the best asset allocation. 'It tells... Even after fees, 

Haines says, his portfolio optimization techniques have historically 

generated superior risk-adjusted returns, beating the indexes 

he's chosen as benchmarks, with one notable exception: the Standard & 

Poor ' s 500 has . . . 
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. . .index of countries are highly correlated to the risk/return betas. 

Table 2 summarizes expected returns and standard 
deviations of efficient portfolios for each country as well as the 
coefficient of variation as . . . 

...with a higher proportion of high-tech products generally suffered less 
volatility in their export earnings' returns. For instance, 
standard deviations for countries like U.S, UK, Italy, Germany and 



France are the lowest, while. 
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...applications. We begin with a discussion of the basics of risk analysis 
focusing on the value of formal models over historical 

estimates of risk. We also compare the various types of risk models and... 
...an art as a science. 
RISK MODELS 

Risk is usually defined as the volatility of returns as 
measured by standard deviation. For a portfolio of n assets with 
weights ( (omega) . sub.l) , . . . , ( (omega) . sub.n. . . 
...with N assets, we require N(N + l)/2 inputs to compute the 
variance -covariance matrix of asset returns. Even modest 

numbers of securities create problems. For example, a manager who follows 
250 stocks . . . 

...250-stock portfolio, this implies 501 parameters versus 31,375 
parameters if we use actual returns directly. Risk models 
solve the curse of dimensionality. 

Factor models also provide a convenient framework to capture the... 
...point that risk models reduce dimensionality pertains in the multifacto 
framework. Given (4) , the variance matrix of asset returns at 
time t has the form: 

(5) (V.sub.t) = (beta) ( (PHI) . sub. t) (beta. , . 
...in liquidity, which some argue affects asset returns. Others believe 
momentum is a factor in returns. Statistical models might 

capture the influence of such variables, which are difficult to measure. 
Fundamental models rely. . . 

...return data. Researchers such as Jones (2001) and Connor, Korajczyk, an 
Linton (2003) show statistical models yield moire realistic 
estimates than their predecessors. 

On the con side, critics of statistical models note. . . 
...do poorly as pre-specif ied factors, because they do not capture 
significant variations in stock returns . Intuitively, macroeconomic 
indicators are relatively stable, and stock price behavior is more 
dynamic than suggested by changes in. . . 

...series estimation has not received much attention despite its obvious 
importance. In the cross - sectional model framework, factor 
returns are parameters to be estimated, and the loading variables 
are assigned. 



For example, if the, . . 
. . . exposures . 

(GRAPHIC OMITTED) 

In particular, the market factor is more significant in the daily 
risk model. Size and value factors play important roles in 

the long term rather than in the short term, as.,. from January 1993 through 
December 2001, we randomly select 100 stocks. We estimate the variance 
matrix using historical returns {i.e., the sample variance 
matrix), using the previous five years of data. We also... 

...limit of 10%. We repeat this process using the estimated variance matrix 
from the factor model. 

The realized risk of the optimal portfolio is measured 
by the annualized standard deviation of the realized returns 
of the portfolio for the next 12 months, rebalanced on the... 

...can be gained by juxtaposing the portfolio's return to each individual 
factor against the benchmark return . In this case, the 

analysis shows that the return, while strongly positive, fell short of the 
benchmark return of 5.8%, a difference of 2.4 percentage 
points. Exhibit 12 illustrates the breakdown . . . 

...energy) also reduced performance relative to the index. Further analysis 
shows that although the raw shortfall relative to the index 

was 2.4%, the risk-adjusted shortfall (( (alpha) . sub , p) ) is much lower, only 
0 . . . 
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. . .mean) return for a given level of risk {variance} . An "efficient 
frontier" describes means and standard deviations of returns 
of all possible efficient portfolios. Figure 1 depicts an efficient 
frontier with expected return plotted. . . 

...the interrelationships among their returns, as measured by their 
correlations. Thus, historical data on the returns, standard 
deviations, and correlations among the assets are an important input into 
portfolio optimization. Monthly returns ... Government /Corporate Bond Index 
{represented by the Vanguard Total Bond Market Fund) . We use monthly 
returns on these index funds for the 19 -year period from 

January of 1980 through September of 1998. For the time periods before the 
return on a fund was available, the return on the index 



itself was used, adjusted for the management expenses of the fund. (3) In 

addition to the four indexes, the monthly return on the 

Vanguard Prime Money Market Fund was used to represent a money market 

investment. Average annualized monthly returns and standard 

deviations for this time period ar e shown in Table 1. Correlation 

coefficients among the... 

...square root of variance, is the measure of risk that is used in all 

subsequent statistical analysis. Note that the risk of the 

portfolio depends not just on the standard deviations 

of the returns on assets that constitute it, but also on their 

correlations. The lower the correlation coefficient... 

. . .programming method from Sharpe (1987) . In addition to the constraints on 
portfolio weights, the expected returns, standard deviations, 
and correlations of the assets, the algorithm requires a measure of the 
investor 1 s . . , 

. . . portfolio 

( (micro) . sub. p) = the portfolio's expected return 

( ( sigma) . sub . p} = the portfolio's standard deviation of 

return 

t = the investor's risk tolerance. 

Risk tolerance, t, represents the marginal rate of substitution 
efficient frontier that results if we plot the expected returns and 
standard deviations of these optimal portfolios that comprise 
different blends of the five mutual funds. The... 

...S. Bond, and U.S. Money Market) are shown in parentheses next to the 
expected return and standard deviation of each fund. 

The least risky portfolio invests 99 percent of its assets in... for 
those periods before a fund existed, management expenses need to be 
subtracted from the index return to make it comparable to the 
fund return. Annual expense ratios for the Vanguard Europe... 

...both have an annual expense ratios of 0.2 percent. Thus, if the Wilshire 
5000 index had a return of 1 percent in a certain month, the 
return would adjusted by subtracting 0.017... 

. . .net return of 0.983 percent. 

(4.) While the normal distribution is routinely used to model 
asset returns, it has been widely recognized for many years that 
financial markets exhibit significant non-normalities... 
Average Annual Returns and Risks of 
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...reserves have been understated by the weighted average adverse 
development factor plus I and 2 loss development standard 
deviations respectively. (15) 

The model distinguishes among lines of business that pay nearly all 

of . . . 

Market Risk 

Market risk is the risk that the company's equity portf olio . . . z is 
distributed as a standard normal variate. The null hypothesis is rejected 
for large values of the test statistic z. 

J. David Cummins is Harry J. Loman Professor of Insurance and Risk 
Management ... sale of less risky coverages than nonmutuals (see Larnm-Tennant 
and Starks, 19 93) . 
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Author Abstract: ...variables over the 38 year sample period. To test the ex ante predictive power and profitability 
of the model, a moving window regression analysis is performed. Based on a simple investment rule, the model 
generates a return that is 356 basis points per annum higher than the return of the Toronto Stock Exchange 300 total 
return index with only 73 percent of the risk. 
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. . .for capital expenditures as "permanent investment" on its balance sheet, 

leading to development of the return on investment (ROI) 

criteria, which General Motors followed in the 1920s only after 

Holmes's opinion in Pennsylvania Coal... under specified assumptions, 

whether an investment should be accepted or rejected. Rule - of - thumb 

decision rules, such as gross income multipliers or leverage 

or operating ratios, are criticized for not producing a dear decision rule 

...analysis of risk and return in investment -backed expectations. 

Statistical measures of risk, such as standard deviation, 

variance, sensitivity analysis, statistical inference in investment 

analysis, security line analysis, probabilistic modeling, 

utility theory, diversification theories, and risk aversion concepts are 
widely advocated methods of analyzing risk... to the interference with the 
investment-backed expectations factor, especially risk analysis and 
investment decision rules. Rate -of -return concepts should be 
expanded beyond rent, control and utility regulation to the broad range of 
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... 1 + R - D/S) , (1) 

where F is the forward price, S is the spot index or the spot 
value of the portfolio, R is the risk- free interest, rate, and D is 
the dividend. . . 

. . .will pay the following cash flow at delivery: 
| Mathematical Expression Omitted 

In this continuous - time model, the value of an asset 
that has a single cash flow is equal to the risk-adjusted ... reflect the 
market's expectations for future volatility. 

Option traders and market analysts use mathematical models to 
value options, and one of the important parameters in these models 
is volatility. The most popular... 

...the instantaneous interest rate; (T - t) is the time to maturity; and 
| s i gma 

is the standard deviation, or volatility, of the 
stock price. (11) Option models are frequently derived by 

using arbitrage methods, but the models rely on dynamic trading strategies 



. . . easy to use . 

The model can be extended to value other types of options. To 
value stock index options, one simply replaces the stock 
price with the index. When pricing options on indices... 

. . .Most of the bond and interest rate options are futures options; these 
options are typically valued with Black's model, even though 
the model assumes that interest rates are fixed. (14) 

The option traders use. . . 
. . .and Behavior of Implied Volatilities 

The common practice of using the Black-Scholes option pricing 
models to infer values of the volatility parameter and then 
allowing it to vary from one day to the... 
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. . . sup . NS . sub . i J = The nonsystematic (diversif iable ) risk of security i; 

[sigma] . sub . m] = The standard deviation of return 

on the market portfolio; and 

[beta] . sub . i] - [ [sigma] . sub . im] /[ [sigma] . sub .m . sup ... each 

portfolio that plots along the efficient frontier in EV (expected return - 
variance) space also plots along the efficient frontier when 
portfolio risk is measured in terms of the standard 

deviation. When lending and borrowing portfolios risk is measured in 
standard deviation has the advantage of... 
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...become more highly correlated across countries when market volatility is 



high. 

I . TRENDS IN STOCK INDEX VOLATILITIES AND RETURN 

INTERRELATIONSHIPS 

A. Measurement issues 

The most common measure of stock return volatility is a sample 
standard deviation of returns. When daily data are available, 
estimates of the sample standard deviation of daily returns 
calculated by month, or alternatively, calculated over a rolling sample 
period of fixed size -- a. . . 

B. Stock returns volatility 

Estimates of the average monthly stock -index return 
volatilities for alternative sample, periods are reported for all 15 
countries in Table 1. These... but become much more pronounced when 
volatility is measured at a higher frequency. Chart 2 plots daily 
estimates of stock returns volatility calculated from daily data for 
eight countries, using the standard deviation of 
returns from a 3 0 -trading -day rolling sample. These measures of 
volatility show definite transitory spikes... 

D. Stock index return corrections 

Table 2 summarises the estimates of the market return correlations 
for the 15 OECD ... whereas for the other markets, return correlations have 
increased more substantially. 
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...and the efficient frontier calculated under these normal correlation 
assumptions. The dimensions are expected risk (standard deviation of 
return) on the horizontal axis and expected return on the vertical 
axis.. Any point along the. . . 

...100% stocks. Therefore, it also moves the efficient frontier leftward, 
the direction that indicates lowered portfolio risk. 

Exhibit 5 plots the change in the efficient frontier that 
obtains when one changes the stock- bond correlation ... Beltratti . "Stock 
Prices and Bond Yields- -Can their Comovements be Explained in Terms of 
Present Value Models?" Journal of Monetary Economics, 30 
(1992) . 
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. . . Exhibit . 

It is troubling that the equity assets are not expected to 
outperform a diversified benchmark and that fixed-income is 
expected to outperform both domestic and international markets. 

Note that in the Exhibit, ARS . . . 
...the table of values as well as the accompanying graph that there is no 
zero-risk portfolio. The lines plotted in the graph 
converge at a point where excess return is distinctly above zero. 

MAXIMUM. . . 
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. . .by the producing properties. 

Our primary objectives are: 1) to define a viable methodology for 
modeling the historical returns of a generic direct oil and 
gas investment in the 48 contiguous United States; 2 ... series (a portfolio 
of 50% crude oil and 50% natural gas) based on this theoretical 
model . 

The annual returns of a direct energy investment are derived 
from two components: income and capital gain (or... lower risk, while stocks 
and bonds do poorly in these periods. Direct energy exhibits lower 
return and higher standard deviation in the low inflation 
environments, while equities and bonds perform significantly above the 
average ... frontier . Exhibit 6 displays the historical base case efficient 
frontier with low-, medium-, and high-risk portfolios 
selected. Also plotted on the graph are base case plus direct energy 
portfolios that have risk or return. . .2 



16/3,K/4 (Item 4 from file: 148) Links 
Gale Group Trade & Industry DB 
(c)2007 The Gale Group. All rights reserved. 

1 1 590754 Supplier Number: 55937477 (USE FORMAT 7 OR 9 FOR FULL TEXT ) 

Riskview: a no-cost facilitator of financial planning, 

Copeland, Phyllis V.; Harmeiink, Philip J.; VanDenburgh, William M. 

CPA Journal , 69 , 1 , 67(4) 

Jan, 1999 

ISSN: 0732-8435 

Language: English 

Record Type: Fulltext; Abstract 

Word Count: 2542 Line Count: 002 1 9 

Abstract: ...price and risk-return percentages for securities, and evaluate portfolio risks and returns against an 
index. The site also allows users to compute price movement correlations and the loss potential of... 

1 6/3.K/5 (Item 5 from file: 148) Links 
Gale Group Trade & Industry DB 
(c)2007 The Gale Group. All rights reserved. 

1 1410568 Supplier Number: 56212890 (USE FORMAT 7 OR 9 FOR FULL TEXT ) 

Derivation of an intertemporal correlation coefficient mode! based on cash flow components and probabilistic 
evaluation of a project's NPV.(net present value) 

Kim, Sang-Hoon; Elsaid, Hussein H.; Kim, David J. 

Engineering Economist , 44 , 3 , 276(1) 

Fall , 1999 

ISSN: 0013-791X 

Language: English 

Record Type: Fulltext; Abstract 



Word Count: 4365 Line Count: 00373 

...and (r.sub.pq) can be measured as follows: 

a. For the estimation of expected values and standard 
deviations for the random cash flow components ((X.sub.l) - (X . sub . 10 ) } , 
the method . . . 

...estimate, (X . sub . most ) = most likely estimate, and (X. sub. opt) = 
optimistic estimate. 

The expected values and standard deviations of cash 
flow components in TABLE 2 were computed using the three estimates in... 
...Mathematical Expression Omitted). (12) 

Substituting the normal equations for a and b in EQUATION (10) 
yields the following regression model for expected 
value : 

E (Y/X - (x.sub.i) ) = E(Y) + ( (Tau) . sub.xy) ( (Sigma) . sub. y) /( (Sigma. . . 
Development Program Evaluation," Operations Research, (Sept. -Oct. 1959), 
pp. 646-669. 

(11) WAGLE , B . , "A Statistical Analysis of Risk 
in Investment Projects," Operational Research Quarterly, vol. 18, 
(Mar. 1967) , pp. 13-33 . 
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Text: 

. . .a linear relation between the expected returns and market betas of 
securities, that is, securities plot on the security 

market line (SML) . Fifth, market betas are the only measures of risk 
needed to explain the... 

...return-beta trade-off and the special prediction of the Sharpe-Lintner 
version of the model that the returns on "zero-beta" or 

"orthogonal" portfolios (portfolios whose returns are uncorrelated with the 
returns on . . . 

, . .variance boundary. In contrast to OLS, GLS gives a zero slope only if 
the mean return on the market index equals that of the global 
minimum-variance portfolio. This latter result was derived earlier by... 
weights in the market portfolio, respectively; (Sigma) is an n x n 
positive-definite covariance matrix of asset returns ; 

( (Theta) . sub. 1) and ( (Theta) . sub . 2 ) are (positive.) scalar constants; and 
( (Beta) . sub . m . . . 



...market, portfolio is 0.75 percent per month. This latter value 
corresponds to the excess return of the Standard & Poor's 
500 Index over Treasury bills during the last half century. Thus, the 
population ... returns , Journal of Finance 47, 427-465. 

Fama, Eugene F., and James MacBeth, 1973, Risk, return and 
equilibrium: Empirical tests, Journal of Political Economy 81, 
607-636 . 
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...data were spot-checked by hand against the Wiesenberger Investment 

Reports and Morningstar Mutual Fund Values. A series of tests 

were used to check for coding and data entry errors. Any questionable dat 

points were ... adjusted returns. Similarly, funds' relative riskiness was 

reported in terms of their total risk (the standard deviation of 

historical returns ) , rather than by the portfolio beta, which 

captures the systemic portion of *$s^i.£cd4o. ^exposures . For... 

...of performance on fund growth is greater for funds with positive rathe 

than negative market-model excess returns. Other papers that 

study the nonlinearity in more detail include Carhart (1994), Goetzmann a 

Peles . . . 

. . . A in Figure 1 graphs the relationship between historical returns and 

inflows, the remaining panels plot flows against fund fees 

and risk. For each objective category and year, funds are ranked 

into one of 20 equal bins . . . in each of five performance quintiles. As a 

measure of risk, we use the historical standard deviation of monthly 

returns over the past year, which was commonly reported to consumers 

over this period. 
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...It does mean that you must undertake further analysis. 

The second item- - who bears the investment risk?- -is a 
quantitative analysis. However, even here one can lose 
sight of the Rule's purpose. Most life insurance products have an 
investment element. When you begin to "improve... 
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. . .of debt maturity. This leads to important differences in the effect of 
maturity on debt value between their models and ours. 

Our bankruptcy condition can be further analyzed by computing the 
expected appreciation of . . . 

...risk parameter is chosen such that an optimally leveraged firm's equity 
will have a standard deviation of return of about 3 0 percent 
annually, which is consistent with the observed riskiness of equity. 

We . . . the default-free interest rate r. This is the true or "effective" 
duration of the risky bond. Figure 5 plots this 

effective duration against the Macaulay duration, for bonds with different 
maturities and credit spreads ... to use shorter term debt, an important 
empirical finding of Barclay and Smith (1995a) . 

The model relates bond values to firm value, asset risk, 
leverage, bankruptcy costs, tax rates, total payout rate, and the... 
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, . , And how do you determine the mix? 

Basically, it is established through a model that plots the 
current risk premium on stocks and bonds, arrived at by 
calculating an expected return from each of the asset classes.., 
...to capture the return of equities? 

Within the stock area we try to exceed the return of the 
Standard & Poor's 500 index. We evaluate one stock at a time, 
avoiding any macroeconomic expectations... 
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...investments in energy efficiency. As an alternative, a textbook 
investment model is outlined here. This model yields three 
implications which are relevant to conservation investments. First, the 
model suggests that random risk. . . 

...this model is to undertake those investments where the expected rate of 
return and risk plot above the security market line. 
The internal rate of return of such investments v/ill exceed the 
risk-adjusted discount ,., equities are traded on a market where their 
unsystematic risk is reduced through diversification. The model 
yields testable hypotheses about required discount rates on 
energy-efficiency investments: (a) when such investments are . . . to invest 
according to a 7% discount rate must lower their economic welfare. 

The welfare loss of appliance standards falls 
particularly heavily on low income families. First, low income households 
spend a larger share . . , 
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Using Loan Portfolio Management to Increase Profitability, Assess Risk 

Hyndman, Carl 
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English Record Type: Abstract 

Abstract: 

...authors launched an assault on conventional investment thinking. The 

paradigm they constructed focused on expected value (the "return") 

and standard deviation or statistical variance (the "risk") . 

They plotted risk and return along two axes and graphically... 

...based consulting firm, KMV, was one of the first firms to attempt to 

quantify loan risk by using portfolio theory. KMV s 

model measures an expected default frequency, or EDF, which can be 

calculated for most publicly traded... 
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Text: 

...comparison allows users to assess money management data across multiple 
investment categories. The Zephyr Associates risk-evaluation 
function provides investment style analytics, including 



charts for style history, risk return, asset allocation, manager 
performance, annualized excess return/standard 

deviation, upside and downside market capture and peer comparison. 
The analytic reports include statistics on correlation. . . 
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Text: 

. . .Factor Model of analysis is superior. 

Most managers are judged with performance monitoring statistics (total 
return, standard deviations of returns, etc.), 

comparative analysis (universe ranking, tracking error vs. benchmark, 
etc.), risk-adjusted analysis (the Sharpe financial distress as measured by 
the company's Book to Market Ratio (btm) . The model enhances 
attribution of performance to small-cap stocks it accurately 
measuring excess returns generated by managers through stock selection, 
providing an accurate definition... 
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Feature - Get With The Program: A heavenly software package not only can streamline your operations, but 
also improve the quality of your investment advice. Finding the right program, however, can be difficult. 
Here are some suggestions to simplify your search. 
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Text: 

...can graphically illustrate the possible consequences of selecting one 
retirement program over another. 

The expected returns and standard deviations for the 
asset classes used to generate the probability schedules graphed in Figures 
1 and standard deviation of 5.7%, while the moderately risky 



portfolio is expected to provide a 2% higher return of 11.3% with a near 
doubling of the. standard deviation to 10.4%. 

It should be emphasized that although Monte Carlo methods are 
particiilarly valuable. . . 

...entire spectrum of risk, from the lowest risk portfolio on the left, side 
of the chart to the most risky portfolio on the right. 

Note that anywhere along the spectrum of risk, on the horizontal axis... 
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A New Paradigm For Structuring Portfolios: Planners can reduce the impact of errors in risk and return 
projections by applying a new method for portfolio selection. 
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. . .and an equal -weighted portfolio of all eight assets. 

Figure 2 displays the mean and standard deviation of the 
total monthly return premiums (in U.S. dollars} from January 1978 to 
December . . . 
. . . rates' impact . 

Figure 3 displays a set of efficient portfolios constructed from the 
means and standard deviations of the eight ...lack of 
perfect correlation between those assets' return premiums. 

Suppose, however, that the means and standard deviations of 
the return premiums in Figure 3 were not accurate estimates. This 
would imply a statistical nature to... They simply rely on an optimizer's 
"black-box" for the simultaneous estimation of means, standard 
deviations and correlations. This is unfortunate, as well as 
unnecessary, because estimation methods exist that can... 
. . . relevant . 

Many equities have average returns that deviate significantly from the 
global mean and large standard deviations, which could be 

significantly reduced by using James-Stein estimators. On the other hand, 
although. . .practitioners. " 

One approach to simplifying the optimization framework with portfolio 
priors is to use a benchmark return for each asset (e.g., the 
Standard & Poor's 500 for equities, the 30-year... 

. . .of choice for active equity management. It provides the manager or 

client with a performance benchmark, defines a baseline 

return for each asset class in each period and is residual -return 

efficient (since a truly indexed portfolio's return departs 

very little from its benchmark) . 

Figure 8 illustrates the typical result when comparing the ... recommended 



procedure for estimating the degree to which a portfolio might be biased is 
to optimize the portfolio using one risk model 

and evaluate its risk with another. Although not foolproof, this procedure 
provides some insight into... 
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...describes his method as quasi-art and quasi - science . Haines relies 

heavily on a computerized portfolio optimization model 

which, given inputs of expected returns, standard 

deviations, correlation coefficients and transaction charges, is 

designed to produce the best asset allocation. "It tells... 

...his model are future estimates, based on past experiences. "So, we're 

hoping that the standard deviations and correlation 

coefficients have some relationship to reality in the future, " he 

acknowledges . 

Once Haines ... Even after fees, Haines says, his portfolio optimization 
techniques have historically generated superior risk-adjusted 
returns, beating the indexes he's chosen as benchmarks, with 
one notable exception: the Standard & Poor's 500 has... 
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By WILLIAM GOODWIN 
Text: 

...practices still frequently fail to distinguish among the different degrees of 
risk in their loan 
portfolios . 



Plotted against risk, loan-rate curves in bank loan 
portfolios are often disturbingly flat, 
Helping Set Loan Prices... 
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. . .says Calvo. Users enter a ticker symbol and are shown a 

two-dimensional graph that plots the stocks' relative 

risk level, and analyzes relative performance four to six months in 

the future. The stocks are... 

. . . investment needs . " 

Users enter a ticker symbol and are shown a two-dimensional graph 
that plots the stocks' relative risk level, and 

analyzes relative performance four to six months in the future. The stocks 
are . . . 



